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INCOME AND PRODUCTION 


GDP at Current Market Prices 
GDP at 1980 Factor Prices 
Primary Sector 
Secondary Sector 
Tertiary Sector 


KEY ECONOMIC INDICATORS 


S's except where otherwise noted) 


1984 


989.976 
733.339 
422.380 
101.278 
209.682 


1985 


816.248 
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109.80 

232.488 


% CHANGE} 


1986 


1,157.014 1,313.611 


891.329 
511.081 
122.756 
252.509 


1985/86) 


7.4% 
3.33% 
3.0% 
5.8% 
2.7% 


Per Capita GDP (in dollars) $219 


GOVERNMENT FINANCE AND MONEY SUPPLY 


Ordinary Operating Budget 
Revenues 
Expenditures 


Ordinary Budget Surplus/Deficit 
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Inflation Rate ($%) 


OUTSTANDING PUBLIC DEBT 
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Debt Service Ratio (3) 
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125.8 
i3esan 
-§.36 


27.42 
121.17 
14.4% 


98.83 
84.0% 
1.6% 
71.8% 
6.4% 
3.2% 


186.98 
5.5% 
47 .2% 
29.9% 
1.7% 


Balance of Trade Surplus/Deficit -88.146 


Balance of Payments 


(+ or -) 


Net Foreign Exchange Reserves 


2.80 
18.17 
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110.034 
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27 .1% 
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192.537 
204.502 
~11.965 


30.174 
186.616 
1.8% 


572¢8241 
67.9% 
26.3% 
5.8% 


194.202 
19.0% 


169.099 
88.3% 
5.2% 
82.6% 
1.9% 
3.1% 


203.112 
2.5% 
56.8% 
22.9% 
1.9% 


-34.063 
39.897 
68.547 


59.0% 


139.3% 


For. Ex. Rates: BuFr/U.S. S$: 1984=119.71;: 1985=120.69; 


1986=114.17; 
Source: National Bank of Burundi; Ministry of Plan; IMF 





INTRODUCTION 


Burundi is a small, landlocked and densely populated country in 
the central highlands of Africa. It is bordered by Rwanda to 
the north, Zaire to the west, and Tanzania to the east and 
south. Burundi's location makes it dependent on the good will 
of its neighbors for its access to ports and results in high 
transportation costs for both imports and exports. Burundi's 
population will reach 5 million in the latter half of 1987, and 
it is increasing at an annual estimated rate of 2.9 percent. 
The population density of 192 people per square kilometer is 
one of Africa's highest. Agriculture employs approximately 94 
percent of the population. 


SUMMARY OF TRENDS 


Both Burundi's domestic production and exports are 
predominantly agricultural; thus, the overall performance of 
the economy depends heavily on weather conditions and world 
commodity prices. In 1986, both were favorable, which led to 
stable domestic prices for food, a trade deficit which shrank 
by almost 60 percent from 1985, and a boost in government 
receipts from the levy on coffee exports. 


In June 1986, the Government signed a structural adjustment 
program agreement with the World Bank and the International 
Monetary Fund (IMF). The program's overall objective is to 
increase the participation of the private sector in the economy 
and to correct distorted market signals. Several changes have 
already been implemented: the currency has been devalued; the 
tariff and tax systems simplified and made more efficient; 
import regulations liberalized; government spending checked; 
and several parastatal enterprises have been liquidated or 
reorganized. It is still too early to see the overall effects 
of the program clearly, but 1986 brought a good start. The 
performance will be more difficult to sustain in 1987, since 
oil prices are rising and coffee prices are under half their 
1986 level. 


Burundi's trading partners are overwhelmingly European, both 
for imports and exports. The United States bought just five 
percent of Burundi's coffee and exported only limited amounts 
of used clothing and construction equipment. American 
investments in Burundi are limited, though a flower-growing and 
exporting company made a brilliant start in 1986, and Amoco 
continued its exploration for oil in the Rift Valley. Some 
U.S. trade opportunities exist in Burundi, especially for 
equipment, and technical and management expertise needed for 
the many internationally funded development projects, and 
agricultural inputs and food products. 





PRODUCTION AND INCOME 


PRIMARY PRODUCTION: Both domestic and export production are 
predominantly agricultural; the primary sector represents 
nearly 60 percent of GDP and provided 94 percent of export 
earnings in 1986. The sector can be divided into three 
subsectors. The subsistence subsector is by far the largest 
and includes food crops, animal husbandry, fishing, and 
forestry. Export crops comprise the second subsector and 
consist primarily of coffee and tea. The import substitution 
subsector is producing rice, palm oil, sugar cane, and cotton 
for locally produced textiles. 


SUBSISTENCE PRODUCTION: The overwhelming majority of the 
population is employed in the subsistence subsector. Bananas 
and manioc are the two main crops, and beans, sweet potatoes, 
corn, sorghum, potatoes, and some rice and wheat are 
complementary crops. Favorable 1985 weather led to a big 
rebound in food production; 1986 saw a 5 to 10 percent increase 
in production as the good weather continued, and 1987 promises 
to be a third good crop year. Increasing the efficiency of 
this subsector is a high priority of the Government, which with 
the aid of the international donor community is fostering 
better land management, the use of fertilizers and improved 
seeds, and encouraging the growth of cooperatives. These 
efforts should allow Burundi to remain self-sufficient in food 


by increasing production at least as fast as population growth. 


Animal husbandry is another important subsistence activity; 
overall production of meat and milk is low, however, and the 
Government is encouraging increased output to meet increasing 
urban meat demand and to exploit the export market for hides. 
Projects promoting better cattle feeding, health, and breeding 
are found in several areas, as are projects to increase swine, 
sheep, and goat populations. 


Fish from Lake Tanganyika provide a protein supplement to the 
diets of those who have access to the fish. The 1986 catch 
totaled 6,600 tons. Projects are underway to develop fish 
culture in the interior with the species Tilapia Nilotica. 


Forestry output has increased steadily over the past decade. 
Forests have been planted to control erosion and to provide 
fuel wood, but the Government also hopes to foster local 
carpentry and furniture-making. 
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EXPORT CROP PRODUCTION: Export crops provided 91 percent of 
Burundi's export earnings in 1986. Coffee alone represented 
over 88 percent of these earnings. Coffee is cultivated almost 
exclusively by individual farmers on small, privately owned 
plots. During the 1986/87 crop year, coffee production reached 
31,200 tons; 1986 export values rose 61 percent over 1985 
levels, due to high prices. The outlook for the 1987/88 crop 
is outstanding, and production is forecast at 36,000 to 40,000 
tons of high-quality Arabica coffee. The Burundi Government's 
long-term strategy is to increase the quality of its coffee, 
and it has built several coffee washing stations and installed 


sophisticated drying, sorting, and processing factories toward 
this end. 


The Government has encouraged tea and cotton production. Tea 
exports of 4,600 tons represented only 2.7 percent of exports 
in 1986, however, though quality is very high. Cotton exports, 
formerly significant, nearly ceased in 1986 as most of the 
production was purchased by the local textile factory. 


IMPORT SUBSTITUTION: Cotton is the largest import substitution 
crop, providing 8,000 tons of raw cotton in 1986. Rice 
production rose to a new high of 14,000 tons in the past year, 
exceeding domestic consumption for the first time. Palm oil 
production is rising steadily; palmail is used both for cooking 
and in soap making. Sugar cane is cultivated in the Mosso 
region; a refinery will begin producing sugar this year, and a 
distillery is planned which will distill alcohol from 

molasses. The alcohol will be used to make gasohol, which 
could eventually cut petroleum imports by up to 15 percent. 


SECONDARY PRODUCTION: The secondary sector represents roughly 
14 percent of GDP. Burundi's industrial sector consists of a 
few basic industries, such as beer and soft drink production, 
coffee processing factories, and industries producing goods 
such as textiles, bottles, nails, cigarettes, soap, batteries, 
plastic goods, shoes, animal feed, and paint. Some small-scale 
food processing industries produce import substitutes such as 
fruit juices and jams, powdered soy milk, cheese, peanut and 
cottonseed oil, and pasta. Since the proportion of 
agricultural and food processing in overall secondary 
production is high, it too is affected by the weather. Thus, 
secondary production rebounded in 1985 from drought-depressed 
1984 and built on this increase in 1986. The outlook for 1987 
is for continued growth, due both to the increased availability 
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of production inputs from the liberalization of import 
regulations, and to the encouraging outlook for agricultural 
production. 


Constraints to industrial development include the small size of 
the domestic market, the high cost of transporting goods into 
and out of the country, the scarcity of trained personnel, and 
the limited availability of credit to small-and medium-scale 
enterprises. The Government, in the framework of the 
structural adjustment program, has initiated changes to try to 
overcome some of these limitations. The investment code has 
been revised to offer increased incentives to export and import 
substitution industries in the form of tax holidays and 
exemption from customs duties for selected production inputs. 
Foreign investors are permitted to repatriate up to 50 percent 
of profits and distributed dividends each year. Credit 
guarantees are being formulated to help increase the 
availability of credit to small borrowers. The chamber of 
commerce has been enlarged and has set up exchange programs 
with foreign chambers to make it more responsive to the needs 
of local businesspeople. In sum, the Government is making a 
serious effort to encourage private investment and diversified 
growth, especially in export and import substitution industries. 


A significant portion of the construction sector's activities 
are infrastructure and building projects funded by both the 
Government and international donors. These projects include 
roads, hydroelectric complexes, communications networks, and 
water systems. 


Future emphasis in the development of the secondary sector will 
be given to both export and import substitution industries, 
building upon Burundi's strong primary sector by emphasizing 
the use of domestic raw materials. Food processing is sure to 
be a growth area. Other projects under consideration are a 
molasses distillery for the production of alcohol, and 
fertilizer and cement factories. 


ENERGY: Wood and charcoal are by far the most widely used 
energy sources in Burundi. Electricity consumption has been 
rising steadily as several hydroelectric complexes have come 
into production, including one which opened in 1986. The 
Government is also promoting peat production with USAID and 
Finnish assistance, and is fostering the development of 
renewable energy sources such as solar electricity and biogas. 
Amoco continues its search for petroleum in the Rift Valley. 

It drilled two experimental wells in 1987; it did not find oil, 
but will continue its exploration of Lake Tanganyika. 
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TERTIARY PRODUCTION: The tertiary sector had a stagnant year 
in 1987, growing less than 3 percent. The transport sector is 
largely in private hands, although two government parastatal 
enterprises run Bujumbura's urban bus network and some domestic 
trucking. Both domestic and international road traffic have 
benefited from the construction of an impressive road network 
funded by the Government and international donors. Goods enter 
Burundi through several routes; some are trucked from Mombasa 
via the Northern Corridor through Kenya, Uganda, and Rwanda; 
some enter by rail and boat from Dar es Salaam to Kigoma on 
Lake Tanganyika; and many processed foodstuffs are imported by 
air from Europe. Bujumbura is served by a modern airport which 
receives direct flights to and from Europe 5 days a week. 


Tourism is a very small part of Burundi's economy. Bujumbura 
has several modern hotels; those with high rental fees suffer 
from low occupancy rates. The communications sector is 
receiving investment funds from both the Government and 
international donor community, which are trying to improve 
telephone, telegraph, and postal service networks. The 
development of skilled trades for increased employment is 
another priority of the Government, which with the aid of 
international donors is seeking to boost training and 
organization in such professions as carpentry, masonry, 
furniture-making, vehicle repair, and other crafts. 


GOVERNMENT FINANCE 


BUDGET: The Government plays a major role in the Burundi 
economy, and government expenditures totaled 18 percent of GDP 
in 1986. Under the aegis of the structural adjustment program, 
serious efforts have been made to restrain government spending 
and to limit the Government's borrowing from private banks to 
finance the government deficit, which led in the past to 
high-debt service costs. The reform of parastatal enterprises 
is also aimed at reducing government expenditures in the form 
of subsidies to their operations; in the future parastatals 
will pay their own debt service. Receipts will be boosted by 
the reforms in the tax and tariff structures. 


The 1987 ordinary budget has been presented in balance and 
totals $164 million in outlays. This budget funds recurrent 
costs, such as salaries as well as internal and external debt 
service, which represent 25 percent of the total. Other major 
expenditures are national defense (19 percent of the total) and 
education (18 percent). The ordinary budget is funded 
primarily by receipts from taxes on beer and soft drinks (19 
percent), transaction tax (17 percent), customs duties (17 
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percent), the levy on coffee exports (16 percent), and income 
tax (10 percent). Due to the low 1987 world coffee prices, 
however, revenues may fall short of those predicted in the 
budget. 


The extraordinary investment budget for 1987 totals 

$25 million. This budget funds mainly agricultural development 
(27 percent of the total) and infrastructural projects 

(22 percent). Other investments are made in financial 
institutions and communications media. Funding for the 
extraordinary budget will come almost entirely from 
international donor sources and the World Bank. 


DEBT: Burundi relies heavily on external borrowing to finance 
its investments, and this will continue in the foreseeable 
future. With the 1986 structural adjustment loan, external 
debt jumped 39 percent to $569 million. The Government was 
mostly able to avoid increasing its internal debt, however, 
which carried less concessional terms than foreign borrowing. 
In the future, the Government will attempt to hold down debt 
costs by avoiding nonconcessional loans and improving the 
management of the public debt with the help of the IMF and 
World Bank. Burundi's debt service ratio declined from 1985 to 
1986, reflecting substantially higher export earnings. The 
ratio can be expected to climb in 1987 from reduced export 
revenues due to low coffee prices. 


BALANCE OF PAYMENTS 


Burundi's balance of payments improved significantly during 
1986, both because of favorable world prices for coffee and 
petroleum, and because of the effects of the structural 
adjustment program implemented with the World Bank and the 

IMF. The Burundi franc was devalued by 23.5 percent (against 
the SDR) during 1986, restraining imports and making 
manufactured exports more attractive. At the same time, import 
regulations were liberalized and the tariff structure reformed, 
creating more competition and encouraging importers to find 
lower cost suppliers. Thus, even with the devaluation, prices 
for imported goods did not rise appreciably and in some cases 
fell. The overall inflation rate was surprisingly low at 1.9 
percent last year. It is still too early to judge the net 
effect of these reforms, but early results look promising. 


EXPORTS: Fully 94 percent of exports were primary products, 
mostly coffee, tea, hides, and ivory transshipped from 
neighboring countries. Total export value rose 45.4 percent 
over 1985, due almost exclusively to high world coffee prices; 
coffee exports alone made up 88 percent of the total. 
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Burundi's dependence on coffee and tea exports makes the 
economy very vulnerable to fluctuations in weather and world 
prices, and it is for this reason that the Government is trying 
to encourage export diversification. Manufactured exports are 
a small portion of the total, 5.6 percent, but they nonetheless 
rose 58 percent in value over 1985. Major manufactured exports 
are cotton cloth, bottles, beer and soft drinks, and blankets, 
most of which went to neighboring countries. 


IMPORTS: Import values rose only 1.9 percent in 1986 over the 
previous year. This restraint was due to the devaluation of 
the franc, low petroleum prices (13 percent of total imports), 
and restrictions on new government investment; however, the 
1986 liberalization of import restrictions may cause import 
levels to rise in future years. There has been little change 
over the past few years in the proportion of total imports 
represented by production inputs (39 percent), capital goods 
(28 percent), and consumer goods (33 percent). During 1986 
significant gains were recorded in imports of pharmaceutical 
products and agricultural inputs such as fertilizer and 
pesticides, 


DIRECTION OF TRADE: There was little variation in the 
direction of trade in 1986. Burundi's export and import 
markets are overwhelmingly European. As in previous years, 
nearly 83 percent of Burundi's exports went to markets in the 
European Economic Community (EEC). Most EEC countries bought 


coffee; West Germany alone bought 47 percent of total coffee 
exports. Long-established European import suppliers continued 
to dominate, with 19 percent of total imports coming from 
Belgium-Luxembourg, followed by 12 percent from West Germany 
and 10 percent from France. Iran is a major trading partner 
Since it is Burundi's source for petroleum and gasoline 
imports. Trade with other African countries remains limited by 
similarities in manufactured goods, and the nonconvertibility 
of some currencies; however, trade with Uganda increased 
Significantly in 1986 as fighting there ceased. 


The United States' trade balance with Burundi slipped into 
deficit in 1986, as U.S. purchases of coffee and tropical fish 
reached $8.7 million, and sales and gifts of used clothing, 
food and equipment declined to $5.5 million. 


NET FOREIGN RESERVES: The influx of foreign exchange provided 
by the structural adjustment loans allowed Burundi to build up 
reserves to cover 4 months' imports by the end of 1986, and by 
early 1987 reserves amounted to 5 months' coverage. The 
government hopes to maintain at least 3 months' coverage, which 
may be difficult in 1987 due to low world coffee prices and the 
resulting decrease in government revenues, 





U.S. INVOLVEMENT IN BURUNDI 


U.S. investment in Burundi has been limited in the past by many 
factors, including its limited domestic market, poor service 
infrastructure, the predominance of the French language, the 
high transportation cost of good entering and leaving the 
country, and Burundi's long-established trade links with 
Europe. The investment climate has changed somewhat with the 
advent of a more liberal and other initiatives under the 
structural adjustment program. These changes have only 
recently been implemented, and time will tell if the incentives 
offered significantly increase foreign investment in Burundi. 
As of mid-1987, a bilateral investment treaty between the 
United States and Burundi was still under negotiation. The 


treaty, when signed, will provide a framework of guarantees for 
American investors in Burundi. 


In November 1986, a new American project took root which could 
be regarded as a model for successful investment in Burundi. 
Adel Flowers Burundi, a subsidiary of an American flower 
importing company, has started cultivating flowers and bulbs 
for export to markets in Europe and the United States. This 
project has been met with considerable enthusiasm in the 
Government, since it boosts exports, agricultural development, 
and employment with a minimum of imported inputs and expatriate 
presence. Government enthusiasm translated into very favorable 
tax and land rental terms for the first 3 years of the 

project. The proximity of the fields to Bujumbura's airport 
allows the flowers to reach markets within 36 hours of 

cutting. Flowers can be cultivated year-round and are 
especially lucrative during the Northern Hemisphere's winter 
months. All these factors point to a potential for investment 
in the cultivation of high-value agricultural products for 
export. Companies might successfully invest in the cultivation 
of tropical fruits and vegetables in addition to flowers. 


Amoco oil company is another American investor. In mid-1987, 
the company drilled two exploratory oil wells on the Ruzizi 
plain; it did not find oil, but has been encouraged enough by 
its findings to continue planning for seismic exploration of 
Lake Tanganyika during the next year. 


Investors interested in Burundi should note the Government's 
major role in the economy and also the high degree of reliance 
on foreign technical and financial assistance in Burundi's 
capital investments. One strategy for American investors and 
exporters is to seek contracts for internationally funded 
development projects. The World Bank and other development 
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organizations use consulting firms, engineering contractors, 
and equipment suppliers for contracts reaching in the millions 
of dollars. American firms could supply equipment such as 
computers, instruments, vehicles, and agricultural machinery as 
well as training and management services. 


Aside from development project opportunities, other investment 
potential is greatest in the primary sector. Strong growth in 
agriculture can stimulate demand for manufactured goods and 
provide raw materials for food processing industries. 
Industries geared to providing inputs necessary for 
agricultural development hold potential promise; these include 
production of agricultural implements, fertilizers, and 
pesticides. Extractive industries for exploiting Burundi's 
considerable deposits of minerals, especially nickel, 
bastnaesite, cassiterite, alluvial gold, and phosphates, would 
offer investment potential if world market prices increase. 
All of the above export and import substitution activities 
could receive preferential tax treatment in accordance with the 
new investment code. American investors should note that the 
Government strongly encourages foreign investors to form 


partnerships with Burundi nationals, in order to increase 
employment. 


Trade opportunities exist in some areas. Burundi purchases 
agricultural products including malt, flour, and a wide variety 
of high-value processed foods. There is a demand for 
construction equipment and agricultural machinery, as well as 
for office equipment and for computers. To compete with 
European firms, U.S. companies interested in supplying 
equipment must be prepared to provide technical assistance, 
training, and service and to correspond in French. Information 
on major opportunities is made available to U.S. businesses 


through the Department of Commerce or through the U.S. Embassy 
in Bujumbura. 





Show the world what 


AMERICAN INGENUITY 


American business is known around the world 
for its inventiveness, its competitiveness, and 
its ingenuity. Take advantage of America’s 
reputation and increase your profits through 
export. COMMERCIAL NEWS USA magazine 
- a showcase of American ingenuity - can get 
your message directly to over 80,000 business 
and government executives worldwide. 


Your company is part of the American business 
tradition. Join the thousands of U.S. firms each 
year that generate overseas interest and 


product in only one issue. You, too, can use ' ‘New and productive markets 
this publication to find new overseas agents, f# are waiting to see the results of 
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